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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

AN EXAMINATION BY THE PUBLIC SERVICE 1 
COMMISSION OF THE APPLICATION OF THE ) 
FUEL ADJUSTMENT CLAUSE OF KENTUCKY ) CASE NO. 94-460 
POWER COMPANY FROM NOVEMBER 1, 1992 ) 
TO OCTOBER 31, 1994 ) 

Pursuant to Commission Regulation 807 KAR 5:056, the 

Commission on December 14, 1994 established this case to review and 

evaluate the operation of the Fuel Adjustment Clause ("FACQ1) of 

Kentucky Power Company ("Kentucky Power") for the 2 years ended 

October 31, 1994, and to determine the amount of fuel cost that 

should be transferred (rolled-in) to its base rates to reestablish 

its FAC charge. 

As part of its review, the Commission ordered Kentucky Power 

to submit certain information concerning its fuel procurement, its 

fuel usage, and the operation of its FAC. Kentucky Power submitted 

this information on January 20, 1995. A public hearing was held in 

this case on March 2, 1995 at which Betsy Kavander, an official of 

the American Electric Power Company, and Bill England, Ranie 

Wohnhas, and Errol Wagner, Kentucky Power officials, teetified. 

Kentucky Power proposed that the month of June 1994 be used by 

the Commission as the base period (teat month) for the purpose of 

arriving at the base fuel cost [F(b)l and the KWH Sales [S(b)l 

components of its FAC. It further proposed that its base fuel cost 



be changed to 11.45 mills per KWH, the actual fuel cost for the 

proposed base period. Kentucky Power's current base fuel coot is 

12.92 mills per KWH. 

In establishing the appropriate level of base fuel cost to be 

included in Kentucky Power's rates, the Commission must determino 

whether the proposed base period fuel cost per KWH is 

representative of the level of fuel cost currently being 

experienced by Kentucky Power. The Commission's review of 

generation mix, generation unit outages, and generation unit 

availability discloses that the month of June 1994 is a reasonably 

representative generation month for Kentucky Power. The analysis 

of Kentucky Power's monthly fuel clause filings showed that the 

actual fuel cost incurred for the 2-year period in question ranged 

from a low of 10.34 mills per KWH in February 1993 to a high of 

13.46 mills per KWH in July 1993, with an average cost for the 

period of 11.56 mills per KWH. Based upon this review, the 

Commission finds that Kentucky Power has complied with Commission 

Regulation 807 KAR 5 : 0 5 6  and that the proposed base period fuel 

coat of 11.45 mills per KWH should be approved. 

In implementing a new base period fuel cost, the Commission 

recognizes that the potential for underrecovery of fuel costs 

exists. Kentucky Power bills its customers on a daily cycle basis. 

Customers are billed only after service is received. The average 

Kentucky Power customer has a billing period which straddles 2 

calendar months. As a result, the customer's monthly bill is 

partially for usage in the current calendar month and partially for 

-2- 



unaga in tho prior calandar month. As the change in the base 

pariod fual coot will occur during the billing period, not at its 

baginning, Kontucky Powar face6 the prospect of assessing its 

cuotomoro a f'ual adjuetmont charge based on an incorrect base 

pariod fual coot for  a portion of the billing period. 

Thia problem in compounded by the lag in billing customers for 

tho FAC rata, Each cuetomar incurs a FAC charge with every billing 

pariod. Bocauna of the t i m e  roquired to calculate the precise 

charga for that billing poriod, however, the charge incurred is not 

actually billad until two billing periods later.' 

Tho Cornmionion hap faced thin problom in prior casesa and has 

found that, whilo no prociae solution exists, a reaoonable solution 

in to avaraga tho baa0 pariod fuol coat prior to and after roll-in 

in computing the fual adjuetmant charge for the billing period in 

1 Connider tha following example: The new baas period fuel cost 
io aetabliohed an 11.45 mills per KWH effective for service 
rondarod on and aftar July 1, 1995. Assume the actual fuel 
coete for May and June 1995 are 15.14 and 17.00 mills per KWH, 
reepoctivaly. since half of May sales are billed in May and 
tho othor half l a  billed in June, the base fuel cost of 12.92 
milln por KWH would apply to both months. Thus, the 
applicable fuol adjustment charge for May would be 2.22 mills 
par KWH (15.14 - 12.92) and would be recoverable from 
customore beginning with the firot cycle billed in July 1995. 
Tho rocovery of Juno fual coats would not be as easily 
computed olnco that half of the sales billed in June would be 
oubjact to tho old base fual cost of 12.92 mills per KWH and 
tha othor half would be subject to the new base fuel cost of 
11.45 milla per KWH. 

1 888., Can0 No. 8056, An Examination By The Public Service 
Commitmion Of Tha Application Of The Fuel Adjuetment Clause Of 
Kentucky Power Company Purnuant To 807 KAR 5:056E, Sections 
l(11) and (121, 
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which tho now bane period fuel coat (nfter roll-in) becomao 

offoctivo.' The tiaa or this procedure in the caae at bar, the 

Commioeion baliavan, will oliminata m y  material impact on Kentucky 

Powar and its cuetoiiirra from 6tia roll-in of the f u e l  coat to bnoe 

ratae. 

Tho Commiaaion, having conaidamd the evidence of record and 

boing otherwiea aufficiently adviaad, finds that1 

1. Kantucky Powor tiaa complied with the proviaiona of 0 0 7  KAR 

5:05G. 

2 .  Tho toot monLh of June 1994 ahould be uoed na Kentucky 

Powar'o baaa pariod for this review, 

3 .  Kantucky Powar'o propotled baa0 period fuel coat of 11.45 

m i l l a  par KWH ahould bo approved. 

4 .  'Tho aatabliahment of a bane fuel coat of 11.45 millo per 

KWH raquirau a tranofar (roll-in) of cl.47> mills per KWH from the 

FAC rata to Kantucky Power'e bflee rates and can beat be 

occompliahod by a uniform docroaoe in all enexgy chargeo. 
5. Tho ratoa and chargeo in Appandix A reflect the transfer 

(roll-in) to baao ratao of the differential between the current 

baoa Puol coot of 12.92 i n i l l o  per KWH and the propooed fuel coot of 

11.45 mille par KWH. 

Applying thio mothod to the example presented in Note 1, tho 
baea fuel cout for June would be the average of the base fuel 
coat aftor roll-in of 31.45 mills per KWH and the baae fuel 
coat beforo roll-in of 12.92, or 12.19. Thua, the fuel 
adjuatmont charga for June would be 3 . 4 0  milla per KWH (15.59 - 12.19) and would be recovered from the cuatomera beginning 
with tho firot cycle billod in Auguot. 

3 
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ti. The ratea i n  Appendix A ,  a t tached  h e r e t o  and incorporated 

Ii~reiii,  are fair,  jirat and rsaaonabla  and ahould be approved for 

marvice rendered on and af ter  J u l y  1, 1935. 

7.  The FAC r u t e  f o r  May 1995, which w i l l  be b i l l e d  i n  J u l y  

1995, ahould bs computed us ing  t h e  baae f u e l  coa t  p r i o r  t o  r o l l - i n  

of 12.91 milla par  KWH. 

8 .  Thn FAC r a t e  for June 1995, which w i l l  be b i l l a d  i n  

Auguet 1995, ahould ba computed uaing a baae f u e l  comt of 12.19 

i n i l l a  p a r  KWH, the  average of t h e  baae f u e l  coato p r i o r  t o  and 

eFter r o l l - i n .  

9 .  The FAC rake for July 1995 and oucceeding montha ohould 

be computed w i n g  t h e  baae f u e l  coat of 11.45 milla per  KWH. 

XT I9 THRREFORE ORDERED t h a t 1  

1. The chargae c o l l e c t e d  by Kentucky Power through t h e  FAC 

for  tho  period November 1, 1992 through October 31, 1994 be and 

thay haraby are approved. 

a .  Kentucky Power'o proposed baae per iod f u a l  coot  of 11.45 

tiiille p a r  KWH be and i t  hereby io approved. 

3 .  The r a t e a  i n  Appendix A are f a i r ,  j uo t  and reaoonablo and 

nra approved for oervice rendered on and a f t e r  July 1, 1995. 

4. The cur ran t  baae r a t e  of 12,92 mille per  KWH o h a l l  bo 

uead t o  computo t h e  FAC r a t e  f o r  May 1995. 

5. The average bane f u e l  coa t  of 12.19 milla p e r  KWH o h a l l  

bo uead t o  compute tho PAC ra te  f o r  June  1995. 

6 ,  The baee fuel coa t  of 11.45 mil l e  pe r  KWH EhAll be ueed 

t o  compute t h e  FAC r a t e  for July 1995 and aucceeding montho. 
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7. Within 30 days from the date of thie Order, Kentucky 

Pawer shall f i l s  with this Cornmiadon ita revised tariff ehests 

setting out the Fatea approved herein. 

Dona at: Frankfort, Xentucky, this 5th day of Aprfl, 1995. 

PUBLIC SERVICE COMMISSION 
f l  

ATTEHT I 

Uxeautive Dirsotor 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC S E R V I C E  
COMMISSlON I N  CASE NO.  94-460  DATED APRIL 5 ,  1995 

‘l’h Eollowlng rates and charges are p rosc r ibed  for the 

cuntomoro i n  t h e  area nerved by Kentucky Power Company. All o thor  

rn too  and chnrgeo not  o p o c i f i c a l l y  mentioned he re in  o h n l l  romain 

t h o  name ne t h o s e  i n  a f f o c t  under a u t h o r i t y  of t h i s  Commiooion 

pr ior  t o  tho o f f e c t i v o  dnto of t h i n  Order .  

EIlQrqv C ~ m 2 a . Q  
F i r n t  500 KWH D e r  month 4.992C Der KWH 
All Over 5 0 0  KhH pnr  month 4 . 2 6 0 C  per KWH 

F RS - LM - TW - -  
v i c e  Schadula). 

MTE; 

m r q v  Ch- 
A l l  KWH uoed durinq 
on-poak b i l l i n g  pe;iod 7.324C per KWH 

All KWH uoed dur ing  
o f f - p e a k  b i l l i n g  per iod  1.890C p e r  KWH 

IFF R.S. - T.0.L 
Saryica T h e  of D a y )  - -  

EIlQrqv Chakse: 
A l l  KWH uoed dur ing  on- 
peak b i l l i n g  per iod  7.324C p e r  KWH 

All KWH usod during o f f -  
peak b i l l i n g  per iod 1.89OC per KWH 



- 
a1 Servicel 

BBTE;; (Tariff Code 211) 

ChRTqC: 
First 500 KWH Der month 6 . 2 5 2 C  oer KWH 

I -  All over 500 KkH per month 3.608C per KWH 

PROVXSXON: LQBB MANAOGMENT TIME OF DAY 

BAWL 

- -  

EnersvCharse: 
All KWH used during on- 9.027C per KWH 
peak billing period 

peak billing period 
. All KWH used during off- 1.999C per KWH - 

enera Service) 

BAWL 
Service Voltage 

Secondar\! Primarv 
Enersv GharaeL 

KWH equal to 200  times KW 
of monthly billing demand 5.230e 4.673C 

KWH in excess of 200 times 
KW of monthly billing demand 4 . 2 6 2 C  4.015C 

€LLWUKi FROVISION 

EA,€ELi 

EnersvCharse: 5.248C per KWH 

VIS10 N L  (Tariff Code 223,224) U2AD MANAGEMENT 2UE OF DAY PRO 
m 

- -  

EnersvCharse: 
All KWH used during on- 8.1OOC per KWH 
peak billing period 

All KWH used during off- 2.553C per KWH 
peak billing period 



Enersv Charse: 
A l l  KWH used dur ing  on- 8.1000 p e r  KWH 
peak b i l l i n g  p e r i o d  

A l l  KWH used dur ing  o f f -  2.553C p e r  KWH 
peak b i l l i n g  per iod  - - 

BBTE: 
AGE 

secondaxvPrimarvSubtransmission 
Energy Charge p e r  KWH 3.5720 2.9130 2.3840 

LOAD -ME - -  OF DAY PRoVIfiIQKL 

BBTE; 

Enersv c2ms.a 
A l l  KWH used dur ing  on- 6.720C per  KWH 
peak b i l l i n g  per iod  

A l l  KWH used dur ing  o f f -  1.9080 per  KWH 
peak b i l l i n g  pe r iod  

PrimarvSwbtransmiasionTransmission 
Energy Charge p e r  KWH 1.2200 1.171C 1.1550 



F C.I.P. - T.O.D, 

. .  erimarvaransmission- 9 

Energy Charge per KWH 1.220C 1.171C 1.155C - 
-1 

SERVICE VOLTAGE 
Subtransmission -ssioq 

Energy Charge per KWH 1.171C 1.155C 

Enerav Charqe i 
All KWH used per month - 

Outdoor Liahtinal 

MONTHLY RATE: 

A .  OVERHEAD LIGHTING SERVICE 

1. High Pressure Sodium 
100 watts (9,500 Lumens) 
150 watts (16,000 Lumens) 
200 watts (22,000 Lumens) 

2. Mercury Vapor* 
175 watts (7,000 Lumens) 
2 5 0  watts (11,000 Lumens) 
400 watts (20,000 Lumens) 

B. POST-TOP LIGHTING SERVICE 

1. Mercury Vapor* 
175 watts (7,000 Lumens) on 
12-foot post 

4.152C per KWH 

$5.02 per lamp 
5.89 per lamp 
7.46 per lamp 

$5.00 per lamp 
6.64 per lamp 
8.15 per lamp 

$5.88 per lamp 



2. High Pressure Sodium 
100 watts (9,500 Lumens) 
12-foot post 

C. FLOODLIQHTINQ SERVICE 

1. High Pressure Sodium 
200 watts (22,000 Lumens 
400 watts (50,000 Lumens 

250 watts (20,500 Lumens 
400 watts (36,000 Lumens 

2. Metal Halide 

on 
$0.79 per lamp 

$8.74 par lamp 
11.77 par lump 

$13.86 per lamp 
18.01 par lamp 

Available for lighting service for a l l  tho lighting of public 
streets, public highways, and other public outdoor aman in 
municipalities, counties, and other governmental oubdivisions where 
such service can be supplied from the existing genoral diotribution 
systems. 

l 5 s x u L x m  
A .  Overhead Service on Existing Distribution Poles 

1. Mercury Vapor 

2. High Pressure Sodium 

175 Watts (7,000 Lumens) 

100 Watts (9,500 Lumens) 
150 Watts (16,000 Lumens) 
200 Watts (22,000 Lumens) 
400 Watts (50,000 Lumens) 

$4.08 per lamp 

$4.36 per lamp 
4.81 per lamp 
5.50 per lamp 
7.38 por lamp 

B. Underground Service on Existing Special Metal Pole - 
Post Top 

1. Mercury Vapor 
175 Watts (7,000 Lumens) $4.08 per lamp 



. 
c .  Service on New Wood Distribution Polos 

100 Watts (9,500 Lumens) 
150 Watts (16,000 Lumens) 
Z O O  Watts ( ~ 2 , 0 0 0  Lumans) 
400 Watts (50,000 Lumens) 

1. High Pressure Sodium 

D. Service on New Metal or Concrato Poles 

100 Watts (9,500 Lumans) 
150 Watts (16,000 Lumens) 
Z O O  Watts ( Z Z , O O O  Lumens) 
400 Watts (50,000 Lumens) 

1. High Preesure Sodium 

$6.93 per lnmp 
7.56 pur lamp 
8.74 per lamp 

10.63 per lamp 

$14.43 par lamp 
14.91 per lamp 
18.77 par lamp 
19.18 per lamp 


